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SB 823, SD1 

Chair Ohno, Vice Chair Kobayashi, and members of the Committee on Intrastate Commerce, 

my name is Michael Onofrietti, ACAS, MAAA, CPCU, Senior Vice President, Actuarial 

Services, Product Development & Management for Island Insurance and Chairman of the 

Auto Policy Committee for Hawaii Insurers Council.  The Hawaii Insurers Council is a 

non-profit trade association of property and casualty insurance companies licensed to do 

business in Hawaii.  Member companies underwrite approximately forty percent of all 

property and casualty insurance premiums in the state. 

Hawaii Insurers Council opposes this bill.  

We believe the purpose of this bill is to ensure that a motor vehicle crash repair is performed 

properly, and to disclose cost and other information about aftermarket crash parts to 

consumers.  The insurer still needs to guaranty the crash part for the life of the motor vehicle 

as is required by current law.  While we support the intent of the bill if it is to ensure proper 

motor vehicle body repairs, we believe there are serious flaws in the bill as drafted: 

1.  If safety of the consumer is the priority, regulation and manufacturer certification is 

 required of motor vehicle body shops. 

Today, mechanics need to be licensed and are regulated by the state.  However, motor 

vehicle body shops are not licensed and are not regulated.  The often-cited Texas case 

where a Honda Fit repair failed was not because of a failed crash part.  It was an improper 

installation by a body shop.  The roof of the vehicle was glued on in the repair instead of 
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HOUSE COMMITTEE ON 
INTRASTATE COMMERCE 

March 14, 2019 

Senate Bill 823, S.D. 1 Relating to Motor Vehicle Repairs 

Chair Ohno, I am Rick Tsujimura, representing State Farm Mutual Automobile Insurance 
Company (State Farm).  State Farm opposes S.B. 823, S.D.1 Relating to Motor Vehicle Repairs. 

Current law, which is based on a National Association of Insurance Commissioners 
(NAIC) Model Act, allows insureds the choice of either an OEM or a “like kind and quality” 
aftermarket part in covered motor vehicle body repair work.  If the vehicle manufacturer’s 
warranty requires the OEM part, the insurer may not charge the insured the cost difference 
between the parts.1  In addition, the insurer may specify only non-OEM parts of “equal or better 
quality,” and MUST warranty them “for the same guarantee period as the [OEM] part.”2 
HRS § 431:10C-313.6 recognizes that, although consumers retain the ultimate control over the 
repair process, including parts selection, the decision of some policyholders to select higher 
priced parts should not adversely impact the rest of the insuring public through higher prices. 
This promotes, rather than restricts, consumer choice. The bottom line: only if there is no 
aftermarket part of “equal or better quality,” that will perform the function can the insurer 
charge the difference. 

S.B. 823, S.D.1 adds additional language to the current statute, but in so doing creates 
more ambiguity and possibly more litigation.  Proponents of the change have argued that the 
statute should refer to crash parts as defined in chapter 437B.  Hence the insertion of this 
definition in the bill:  “"Crash part" means an exterior sheet metal or plastic body part, such as a 
hood, door, fender, bumper component, grille, headlight, tail light or other lamp, or other 
cosmetic trim part most frequently damaged in a vehicle accident.”  The proponents, however, 
have argued that crash parts are for safety systems, not “exterior sheet metal or plastic body part, 
such as a hood, door, fender, bumper component, grille, headlight, tail light or other lamp, or 
other cosmetic trim” as defined here.  In fact they have orally agreed that these parts are not part 
of the safety system.  Hence this inclusion obfuscates and confuses rather than clarifies the safety 
parts they have consistently referred to. 

This change in the definition will increase costs.  At one time, the OEMs’ only 
competition for supplying sheet metal crash parts came from salvage yards marketing “recycled” 
or “reconditioned” parts. Beginning in the early 1980’s non-OEM sheet metal and other exterior 
appearance parts, such as grilles and lamp assemblies, became available. This development 

                                                           
1 HRS § 431:10C-313.6(a)  
2 HRS § 431:10C-313.6(b). 
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any dispute between the insured and the insurance company.  What is even worst is that they are at 
times, the ones that have to explain to the insured that aftermarket crash parts are going to be used to 
repair their vehicle.  This burden should not be put on the body shop.  It should be the responsibility 
of the insurance company.  I hope the insurance companies take it upon themselves to implement 
procedures and guidelines that would satisfy the legislature and avoid the need for government 
regulation. 
 
 
Thank you 
 
 
Mike Yang 
Prism Group LLC 
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Comments:  

Vehicle repairs are becoming very challenging with all the safety systems placed in 
modern vehicles. Consumers are reluctant to pay the cost difference and using parts 
not manufactured by the car maker can comprimise safety.  
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Sensitivity: Confidential 

estimates that it would be 6 to 12 months for all vehicle repairs to be completed and even that 

assumes Honolulu Harbor is relatively functional.   Hawaii needs to address local availability of 

motor vehicle crash parts as an urgent concern. 

 Price 

Insurers and two different Insurance Commissioners have repeatedly raised concerns in 2018 and 

again this year that elimination of LKQ parts will cause auto insurance premiums to increase yet 

various body shop owners assert that it will not have that impact.  We leave it to the Committee 

to decide who is in the best position to forecast the impact.   

A major factor in the parts issue is that consumers/insurers in 49 states (including Alaska) pay 

MSRP for OEM parts.   In Hawaii, we pay MSRP for all OEM plus a markup to 125% to 135% 

of MSRP.   Currently each consumer has a choice to pay for the higher priced OEM part if they 

so wish.   Pretty much no one does because the price difference between the LKQ compared to 

MSRP multiplied by the markup is prohibitive.   Perhaps if OEM parts were fully stocked on 

island there could be some justification for this unique markup due to the increased costs of 

storage in Hawaii vs. other states; absent that there is no justification for the markup.   

Elimination of what little competition there is for OEM dealers will make the situation worse.  I 

would liken it to Hawaii becoming the first state to eliminate generic drugs and prescriptions.   

GEICO respectfully suggests that this pricing mark-up issue be appropriate for consideration by 

The Committee on Intrastate Commerce.   

 Safety 

GEICO has specified use of LKQ parts in Hawaii for many years.   We have fully warranted 

these parts.  Yet we are not getting customers coming back to replace defective LKQ parts that 

were installed.  It is a small number of vocal repair shops that are pushing this proposal and not 
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all shops agree even though it would increase their profitability.   If the Bill were amended to 

prohibit any markup over MSRP in Hawaii, insurers would most likely support the measure.  

Would those shops that currently are pushing the proposal withdraw their support? 

GEICO fully supports the proposal on Driver Assisted Collision Avoidance.  In fact, we would 

suggest taking it a step further and prohibiting any insurer from specifying LKQ for these parts 

absent specific consumer request/consent.   We do object to the inclusion of the ambiguous term 

safety systems.  If one GOOGLES Types of Motor Vehicle Safety Systems, what comes up are 

all of the systems that are covered by collision avoidance.   

The current law already specifies that the LKQ part must be of equal or better quality and  it 

must be warranted by the insurer at least as good as the equivalent OEM part warranty.   In 

addition GEICO fully supports the change in Section (2) (c) that makes clear that any LKQ part 

shall be certified and tested.  

 Disclosure and Choice 

GEICO fully agrees that every consumer should have an opportunity to make an informed 

choice.  The option proposed in SD1 is not the way to go about it.   The vast majority of policies 

are sold over the phone or on-line rather than in person and consumers are already challenged to 

really make informed decisions.  Full disclosure is the most logical approach.  Testimony on this 

parts issue has repeatedly pointed out that there are several carriers who never use anything but 

OEM.  Such disclosure by each insurer should be in both the policy contract language and more 

visibly should accompany the declarations page provided at every new and renewal policy.   

With full disclosure of how each individual insurer treats parts replacement, the consumer who 

wishes to can opt for one of the higher priced alternative carriers.   Given the almost complete 

lack of consumers choosing to pay the  higher price for OEM in a repair and the fact that GEICO 
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Comments:  

Yes, I am in support of Bill SB 823. 
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Comments:  

I am in support of bill SB823. 

 



Testimony from Van Takemoto, President, Island Fender 
For the Automotive Body and Painting Association of Hawaii 

and vehicle occupants of Hawaii 
In strong support of SB823 SD1 – Relating to Motor Vehicle Repairs 

COMMITTEE ON INTRASTATE COMMERCE 
Thursday, March 14, 2019 

 

Chair Ohno, Vice-Chair Kobayashi and members of the Committee on Intrastate Commerce. I am here to testify in strong 
support of the intent and purpose of SB823 SD1. 

My name is Van Takemoto, I am the owner/president of Island Fender.  I am a specialist in Collision Repair and have 
been involved in this industry since 1971 and I am also a licensed mechanic.  We are a small family business that 
specializes in damage analysis, repair planning and the repair of collision damaged vehicles.  We are dedicated to 
maintaining the safety system designed into todays vehicles.   

We were the first collision repair business in Hawaii to earn the designation of Gold Status by I-CAR and have maintained 
that designation with technicians recognized as Platinum Trained Individuals who have obtained this highest level of 
collision training and continuing education, which is a requirement of that designation. 

I-CAR, the Inter-Industry Conference on Auto Collision Repair, is an international not-for-profit organization dedicated to 
providing the information, knowledge and skills required to perform complete, safe and quality repairs. 

Formed in 1979 out of a collaboration across the six segments of the collision repair Inter-Industry, I-CAR serves -- and is 
represented by -- all segments of the Inter-Industry: 

• Collision repair 

• Insurance 

• Original equipment manufacturers (OEMs) 

• Education, training and research 

• Tools, equipment and supply 

• Related industry services 

I have also made a substantial investment in training and equipment to be one of a handful of facilities certified in 
collision repair by many vehicle manufacturers.  We are one of two certified by Mercedes-Benz, and the only facility 
certified by Volkswagen. We are also certified by US and Asian Vehicle Manufacturers. 

I am here to testify on behalf of the Automotive Body and Painting Association of Hawaii and the drivers and passengers 
of Hawaii, especially those that have had the misfortune of being involved in an auto accident. 

Hawaii is the only state in the country that has legislation that REQUIRES CLAIMANTS TO PAY THE INCREASED COST OF 
ORIGINAL EQUIPMENT MANUFACTURED” CRASH PARTS IN BODY REPAIR. 

HRS § 431:10C-313.6 that SB823 refers to, currently requires insureds and claimants to pay the difference between the 
cost of cheaper aftermarket crash parts and the original equipment manufacturer’s crash parts.  SB823 SD1 correctly 
removes the claimant from this legislation. 

HRS § 431:10C-313.6 applies only to CRASH PARTS and DOES NOT APPLY to the vast majority of aftermarket mechanical 
parts like radiators, air conditioning condensers, brakes or consumables like wiper blades, coolants, tires, wheels and 
fluids.  IT ONLY APPLIES TO BODY REPAIR CRASH PARTS and crash parts is a very small percentage of the Aftermarket 
industry. 

dkobayashi3
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Crash parts are defined in HRS437B-1 Definitions. "Crash parts" means motor vehicle replacement parts, either sheet 
metal or plastic, which constitute the visible exterior of the vehicle, including inner and outer panels, and which are 
repaired or replaced as the result of a collision. 

In 1997 when HRS § 431:10C-313.6 was passed into law, body repair crash parts were cosmetic in design, so it seemed 
reasonable to use cheaper aftermarket parts that fit and looked like the original equipment manufactured crash parts.  
Crash parts were merely cosmetic parts. 

Fast forward twenty years and crash parts today are engineered and tested as a part of a complex safety system.  The 
cars of today protects the occupants from injury by managing the collision forces to move over and under the passenger 
compartment, or to avoid a collision altogether. Occupant safety systems like seatbelts and airbags are engineered to 
respond to critical timing to hundredths of a second.  Too fast or too slow and someone gets hurt or dies. 

Special interest testimony has or will bring up several points to confuse the relative issues of SB823 SD1 and I would like 
to address them at this time. 

The Insurance Commissioner ‘s threat of an Increase in premiums is the code word for LESS PROFIT FOR INSURERS and 
shows a poor understanding of collision repair, the small amount of aftermarket crash parts as a percentage of the cost 
to repair, and its effect on premiums. 

• Property Casualty Insurers Association of America reported if all aftermarket parts (this includes tires, mufflers, 
radiators and condensers) were banned: consumers with liability and physical damage coverages may have paid 
an additional 2.6 percent (or $24) more per insured car each year because non-OEM aftermarket parts were 

banned.  That’s $2.00 per month per vehicle. Aftermarket crash parts, is a small percentage 
of the total aftermarket parts used in automotive collision repair. 

• Insurers Information Institute reported in “Trends, Challenges and Opportunities in Personal Lines Insurance in 
2016 & Beyond” that Hawaii was the most profitable state in the country for Personal Auto at 18.7%, three 
times more profitable than the national average.  

• Geico testimony indicated that Hawaii is currently 26th or in the middle as it concerns premiums and this is good, 
but it is not because of the use of aftermarket crash parts. 

• Local insurance companies like First Insurance, Island Insurance, Dtric and some national insurers like State 
Farm, Progressive and All State, do not make Hawaii insureds or claimants pay the difference and yet they 
compete against GEICO in our market. 

The threat of an increase in total losses, therefore increasing premiums is not true. 

• Aftermarket Crash Parts makes up a very small percentage of the overall cost to repair collision damaged 
vehicles. 

• The Property and Casualty Insurers Association of America’s, Special Report, Aftermarket Parts: A $2.34 Billion 
Benefit for Consumers reported that excluding labor, total crash part costs are about $42.25 billion ($3.90 
billion—non-OEM and $38.35 billion—OEM). Aftermarket parts is therefore 9.23% of the total parts cost.  

• Total Parts Costs are around 42.6% of the total repair cost, so all aftermarket parts is only 3.93% of the total 
cost, and crash parts is a small percentage of the 3.93% aftermarket parts used.  This plays a very small factor in 
declaring a car a total loss because it is a very small percentage of the total cost. 

• Local insurers and many national insurance companies already pay for OEM Crash Parts and they continue to 
operate profitably. 

 

The threat that this legislation will lead to an OEM monopoly and increased OEM part prices. 

• OEM part prices, MSRP, or Manufacturer’s Suggested Retail Price is national and international in scope, and not 
priced State to State.   



• Hawaii is only one of 50 states and it is ludicrous to think that SB823 SD1 will have any effect on the MSRP.  
Hawaii is a small part of the total market. 

Anti-Aftermarket parts. 

• Auto Body shops use and will continue to use and offer aftermarket mechanical and consumables that can be 
mechanically and scientifically  proven to be of like kind and quality and are not a part of the safety system. 

Aftermarket crash parts are of like kind and quality. 

• In the automotive industry, the term “like kind and quality” refers to used or recycled original equipment parts 
and not “aftermarket”, generic, or counterfeit parts, not manufactured by the original equipment manufacturer. 

• In reality many CAPA Certified aftermarket crash parts are not of like kind and quality in fit and finish.  Even 
Geico appraisers have confirmed this after inspecting vehicles trial fitted with aftermarket CAPA Certified parts. 

• Aftermarket crash parts have never been engineered or tested, by the aftermarket part manufacturers or CAPA, 
as it relates to the vehicle’s safety & crash avoidance systems. 

• If some CAPA certified crash parts do not even qualify in fit and finish, how do you think they will perform in an 
actual crash.  Hope you are lucky and get a good one? Live or die? 

• Low speed crash tests of installed aftermarket crash parts by Volkswagen have proven that aftermarket parts 
installed in their safety system adversely affected the crash system.  It caused the airbags to deploy when they 
weren’t supposed to and greatly increased the damage to the vehicle and the costs to repair them. 

Opposition to SB823 SD1 is about self-interest, greed and profit. 

Support for SB823 SD1 is about consumer protection, safety and looking after the consumer’s interests and safety. 

Thank you for allowing me to testify in support of SB823 SD1. 
 
Van Takemoto 
President, Island Fender 
807 Ilaniwai Street, 
Honolulu, Hi 96813 
van@islandfender.com 
and on behalf of the: 
The Automotive Body and Painting Association of Hawaii. 
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